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The year 1958 was most rewarding in the fulfillment of 
the objectives presented in our previous annual report. 
The task of consolidation and integration has been highly 
productive, and the steady growth of your company has 
established new records of performance which have ex¬ 
ceeded the average pace of the industry. 

Improvement was pre-eminent in the most important 
phases of company activity: financial stability, volume of 
sales, and total earnings. We have also further extended 
our operations geographically in order to benefit from the 
desirable advantages of location diversification. 

Management looks forward to a great many opportuni¬ 
ties for building new super markets in the rapidly growing 
Western region to take care of the constant increase in pop¬ 
ulation and new home development. This trend is creating 
a definite need to satisfy public convenience and neces¬ 


sity and the demand for modern facilities to handle the 
ever increasing number of new products and variations 
in packaging. 

We are continuing our extensive search for new store 
locations, which will be selected only after careful study 
of potential growth and profitable operations. All of the 
31 stores presently planned will be financed entirely with 
cash on hand and internally generated funds. 

We regret to inform you that Mr. R. Stanley Dollar, a 
director of your company for many years, passed away 
in September, 1958. We shall miss his counsel and guid¬ 
ance. 

On January 2, 1959, Hiram’s Inc., operator of six large 
super markets in Los Angeles County became a wholly 
owned subsidiary of your company. Mr. Philip Harris, 
formerly Chairman of the Board of Hiram’s was elected 
a vice president and a member of the Board of Directors. 




sales 


The consolidated volume of sales for the year 1958 sur¬ 
passed all previous sales records and reached a new high at 
$141,512,741. This represents a gain of $12,841,224 or 
10 percent over the $128,671,517 produced in 1957. The 
opening of a number of new super markets and the ad¬ 
dition of the 6 Hiram’s stores will contribute to a further 
substantial gain in sales for 1959. 

earnings 

Surpassing the percentage gain of 10 percent in sales 
volume, the net earnings of your company also established 
a new high record with a gain of 15.4 percent. Consoli¬ 
dated net income before taxes amounted to $5,358,864, as 
compared with $4,509,724 in the previous year. After pro¬ 
viding for Federal income taxes of $2,880,000, the net 
profit was $2,478,864, versus $2,147,724, in 1957. 

The 1958 net earnings after taxes on each dollar of sales 
was 1.75 cents, compared with 1.67 cents in 1957. This 
increase was accomplished despite rising costs in all phases 
of our operations, especially in labor and materials. Only 
through the constant vigilance and cooperation of person¬ 
nel on all levels of management were we able to improve 
our operating ratios and attain this new record. 


HOW YOUR 
LUCKY SALES DOLLAR 
WAS DIVIDED 


Manufacturers 
Producers, Suppliers 


Wages and Other 
Employee Benefits 


Rent, Advertising, 
Supplies, Insurance 

Depreciation and Repairs 

Taxes 


Dividends 


Retained in Business 


.7724 


.1110 


.0554 

.0146 


.0291 


.0092 


.0083 



Total $1.00 















Per share common stock earnings, based on 1,730,404 
shares outstanding at the end of 1958, were $1.43, com¬ 
pared with $1.30 on 1,650,530 shares outstanding at the 
end of 1957. It is significant to note that the earnings per 
share for 1958 have practically doubled the 72 cents rate 
for 1953. 

Quarterly dividends were increased in the second period 
of 1958 from 18 cents to 20 cents per share, and subse¬ 
quent payments have been continued at the same rate. 

finance 

Your company’s financial position continues to show 
further improvement, and the balance sheet, as presented 
elsewhere in this report, reflects a condition that is fully 
adequate to fulfill the near-term program. Working capital 
was increased by $308,596 to $9,159,529, and current 
assets of $17,151,519 reflect a ratio to current liabilities 
of 2.15 to 1. Long term debt was reduced by $623,009, 
and earned surplus was increased by $1,173,549. Inter¬ 
nally generated funds, represented by depreciation and re¬ 
tained earnings, amounted to $2,689,175, while capital 
expenditures for plant, equipment, and store fixtures to¬ 
taled approximately $2,100,000. 
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EARNINGS BEFORE AND AFTER TAXES 
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thousands 
of dollars 


1954 1955 195^ 

EARNINGS BEFORE 

EARNINGS AFTER 

> 1957 1958 

INCOME TAXES 

INCOME TAXES 


general 

At the present time we have 15 stores either under con¬ 
struction or for which sites have been acquired and plans 
are being drawn. Most of these should be opened at vari¬ 
ous times this year, depending on the date of construction 
commencement. In addition, we are currently negotiating 
leases on 16 more locations, most of which can be consid¬ 
ered in a satisfactory status. It appears promising that 
these leases will be consummated and building construc¬ 
tion started before the year end. Our quarterly reports will 
keep you advised of progressive developments. 

The 31 contemplated stores will be located in the vari¬ 


ous divisions as follows: 

San Francisco Bay Area Division 16 stores 
Sacramento Division 7 stores 

Los Angeles Division 4 stores 

San Diego Division 2 stores 

Seattle Division 2 stores 


It is gratifying to report that our employee relations 
remained excellent throughout 1958 and, despite the 27 
day strike which affected all major food outlets in the 
Los Angeles area early in 1959, we expect continued good 














































relations with our employees during the current year. The 
strike in Los Angeles affected only nine of the 109 stores 
that were in operation, which again points up the advan¬ 
tages of decentralization. 

We wish to take this opportunity to thank and commend 
the loyal and energetic employees, who have contributed 
immeasurably to the growth and success of the company, 
and to also thank the shareholders and the Board of Direc¬ 
tors for their confidence and support. 


aj? 



President and General Manager 


Chairman of the Board 
and Chief Executive Officer 



Excluding non-recurring gain. 

EARNINGS PER SHARE COMMON STOCK 

(5 YEARS) 
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STORE LOCATIONS 


1 • SAN FRANCISCO BAY AREA 

3 • LOS ANGELES DIVISION • 10 Stores 

DIVISION • 47 Stores 

Bell Hermosa Beach Inglewood 

Alameda (3) Antioch Berkeley (2) 

Lomita Long Beach (3) 

Burlingame Concord El Cerrito Fairfield 

Redondo Beach Torrance (2) 


Fremont Hayward (3) Modesto (2) 


Mountain View Oakland (7) Orinda 

4 • SAN DIEGO DIVISION • 8 Stores 

Palo Alto (3) Richmond Redwood City 

Chula Vista El Cajon La Mesa 

Salinas San Bruno San Francisco San Jose (4) 

Lemon Grove San Diego (4) 

San Leandro Santa Clara San Mateo (2) 


San Pablo Santa Rosa (2) Stockton 

5 • SEATTLE DIVISION • 9 Stores 

Sunnyvale Walnut Creek 

Kent Seattle (4) 

2 • SACRAMENTO DIVISION • 28Stores 

Burien Tacoma (3) 

Auburn Broderick Carmichael 

6 • HIRAM’S • 6 Stores 

Folsom Grass Valley Marysville 

(effective Jan. 2, 1959) 

North Highlands (2) North Sacramento 

Lakewood La Mirada 

Rancho Cordova Sacramento (17) 

Los Angeles Long Beach 

Yuba City 

Lynwood West Covina 
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LUCKY STORES, INC 


CONSOLIDATED BALANCE SHEET • DECEMBER 28 

ASSETS 


Current assets: 

Cash.$2,912,214 

U.S. Treasury bills and other short-term securities, at cost, plus 

accrued interest (approximates market). 4,572,700 

Accounts receivable. 1,852,444 

Inventories, at cost or market, whichever is lower: 

Merchandise. 6,915,934 

Supplies and wrapping materials. 270,632 

Unexpired insurance premiums, prepaid taxes and rents. 450,739 

Store properties held for sale and lease-back. 176,856 

Total current assets. 

Investments and long-term receivables, at cost. 

Property, plant and equipment, at cost, less accumulated 

depreciation and amortization (Note 2). 

Deferred charges. 


LIABILITIES AND STOCKHOLDERS' EQUITY 


Current liabilities: 

Notes payable—instalments due within one year (Note 3).$ 365,609 

Accounts payable. . 4,652,51 1 

Accrued wages, taxes (except federal income taxes), insurance, rent, etc. 1,823,680 

Estimated federal income taxes, less U.S. Treasury bills — Tax 

Anticipation Series, $994,402 . 1,150,190 

Total current liabilities. 


Notes payable, partially secured — instalments due after one year (Note 3 ) . 
Stockholders’ equity: 

Preferred stock, authorized 100,000 shares, par value $50 per share (none issued) 
Common stock, authorized 5,000,000 shares, par value $ 1.25 per share (Note 4): 


Issued and outstanding, 1,730,404 shares.$2,163,005 

Capital in excess of par value of stock outstanding (Note 6). 4,340,729 

Earnings retained for use in the business, per accompanying statement (Note 3). 9,079,349 


, 1958 


$17,151,519 

951,112 

8,986,763 

299,379 

$27,388,773 


$ 7,991,990 
3,813,700 


15,583,083 

$27,388,773 
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LUCKY STORES, INC. 

CONSOLIDATED STATEMENT OF EARNINGS 

For the fiscal year (52 weeks) ended December 28 1958 


Sales, less returns and allowances. 

Cost of goods sold. 

Selling, general and administrative expenses. 

Provision for depreciation and amortization. 

Interest expense. 

Dividend and interest income. 

Estimated federal income taxes. 

Net earnings. 

Earnings retained for use in the business, December 29 1957 . 

Dividends paid in cash: 

Common stock—78< per share. 

Earnings retained for use in the business, 
December 28 1958 (Note 3) . 


$141,512,741 
110,497,426 
$ 24,134,888 
1,515,626 
208,263 


$31,015,315 


25,858,777 
$ 5,156,538 
202,326 
$ 5,358,864 
2,880,000 
$ 2,478,864 
7,905,800 
$10,384,664 

1,305,315 

$ 9,079,349 


NOTES TO CONSOLIDATED 

NOTE 1 - Basis of preparation of statements: 

The consolidated balance sheet includes the assets and liabilities of Big Bear Stores, Inc. 
and the consolidated statement of earnings includes the results of operations of that Company 
from the date of acquisition, August 19 1958. 


NOTE 2 - Property, plant and equipment: 

Buildings*. % 1,928,845 

Leasehold costs and improvements. 2,021,429 

Fixtures and equipment... • 10,720,627 

Trucking equipment. 1,204,112 

Trademarks. §12 

$15,875,625 

Less - Accumulated depreciation and amortization. 7,192,705 

$ 8,682,920 

Land*. 303,843 

$ 8,986,763 

♦Pledged to secure notes payable: 

Land.$ 65,254 

Buildings. 1,592,365 


Substantially all stores and certain other facilities operated by the Company are leased. The 


FINANCIAL STATEMENTS 

leases in effect at December 28 1958 provide for minimum annual rentals of approximately 
$1,960,000 of which about $1,115,000 represents rentals under leases expiring within fifteen 
years. Most of the leases also require payment of property taxes and insurance and provide for 
additional rentals if sales exceed specified amounts. 


NOTE 3 - Notes payable: 

Unsecured-4.65% loans due $134,000 annually October 1 1959-1970 .... $1,598,000 

Unsecured-4.75% loans due $166,000 annually April 1 1959-1971 . 2,168,000 

Secured-Mortgage loan due $5,180 monthly including interest at 4% 370,709 

Unsecured-3% instalment note due 1959-1961 . 42,600 

Balance, December 28 1958 .$4,179,309 


Under the provisions of the 4.65% and 4.75% loan agreements approximately $7,050,000 of 
income retained for use in the business at December 28 1958 is not available for payment of 
cash dividends. 

Notes continued on next page. 
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NOTE 4 - Incentive stock option plan: 


Changes during 1958 and stock options outstanding at December 28 1958 were as follows: 

Options Option Exercised Terminated Outstanding 

granted price in 1958 in 1958 12/28/58 

1954 

$ 7 

3,650 


1,000 

1955 

13 

500 


2,300 

1956 

12.47 

4,312 

125 

13,313 


11.40 

3,912 


11,738 

1957 

12.59 


4,450 

13,150 

1958 

14.85 



3,100 


22.51 



2,000 

The options granted in 1954 and 1955 expire in 1959 and 1960, respectively. Options granted in 

other years expire as shown in the following table: 



Per cent of 




shares granted 

Exercisable 


Expire 

in the option 

after* 


after* 


25 

24 months 


25 months 


25 

36 months 


37 months 


25 

48 months 


49 months 


25 

60 months 


61 months 


•From date of grant 


At December 29 1957 and December 28 1958 there were 6,526 and 9,995 unoptioned shares, 
respectively, available under the plan. 

NOTE 5-Retirement plan: 

Effective January 1 1958, the Company adopted a non-contributory retirement plan for 
salaried employees with one or more years of service, except for employees covered by other 
plans. In general, the plan provides for normal retirement at age 65 with annual benefits based 
on a percentage of the employee's earnings from covered employment. The plan provides for the 
Company to make contributions to a trust adequate to finance the benefits provided for in the 
plan on a sound actuarial basis. For 1958 earnings were charged with $150,913 representing 
the amount actuarily computed as the cost of the benefits accruing during the year under the 
plan, plus interest on the estimated unfunded past service cost of $560,000. 


NOTE 6 - Capital in excess of par value of stock outstanding: 

Balance, December 29 1957 .$3,227,654 

Excess of amount received over par value of common stock issued 

pursuant to stock option plan (Note 4). 114,950 

Excess of fair market value over par value of 65,500 shares of 


Lucky common stock and fair market of 2,000 treasury shares 
exchanged for all of the outstanding capital stock and notes payable 

in the face amount of $90,000 of Big Bear Stores, Inc. 998,125 

$4/340,729 

NOTE 7 - Exchange of capital stocks effective January 2 1959: 

In January 1959, 144,997 shares of common stock and 20,000 shares of 5% cumulative 
preferred stock, $50 par value, were issued in exchange for the entire outstanding capital stock 
of Hiram's, Inc. Hiram's, Inc. operates six large supermarkets (one of which was destroyed by 
fire in October 1958 and is being rebuilt) in the Los Angeles area, two on property owned by the 
Company and four under long-term leases, of which three were opened during the last three 
years. Sales per store for the twelve months ended September 28 1958 ranged from $2,100,000 
to $5,200,000, and the aggregate sales were in excess of $23,500,000. 
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1*0 MONTGOMERY STREET 

SAN FRANCISCO 4 

February 20 1959 


To the Board of Directors of 
Lucky Stores, Inc. 

In our opinion, the accompanying statements present 
fairly the consolidated financial position of Lucky Stores, Inc. 
and its wholly-owned subsidiary at December 28 1958 and the 
results of their operations for the fiscal year (52 weeks) then 
ended, in conformity with generally accepted accounting prin¬ 
ciples applied on a basis consistent with that of the preceding 
year. Our examination of these statements was made in accord¬ 
ance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances. 







































An accelerated building program for all divisions is now under way for 1959. This is a continuation of Company policy 
wherein new store sites are selected whenever, in the judgment of Management, they can be operated economically and 
profitably. 
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FIVE YEAR FINANCIAL SUMMARY 


Sales 

Earnings Before Taxes on Income 
Federal Taxes on Income 
Net Earnings 
Dividends Paid on Preferred Stock 
Earnings on Common Stock 
Outstanding Shares 
Earnings Per Share Common Stock 
Dividends Paid on Common Stock 

Stockholders’ Equity: 
Preferred and Common 

Stockholders' Equity: 

Common 

Current Assets 
Current Liabilities 
Working Capital 
Long Term Debt 


1958 

$141,51 2,741 

5.358.864 
2,880,000 

2.478.864 

2,478,864 

(1,730,404) 

1.43 

1,305,315 

15,583,083 

15,583,083 

17,151,519 

7,991,990 

9,159,529 

3,813,700 



4.509.724 
2,362,000 

2.147.724 


2,147,724 

(1,650,530) 

1.30 

1,138,513 

13,199,117 

13,199,117 

17,179,378 

8,328,445 

8,850,933 

4,436,709 



1,943,000* 

1,830,410* 

8,859 

1,821,551* 

(1,648,430) 

1 . 11 * 

761,713 

12,175,205 

12,175,205 

15,557,683 

7,748,086 

7,809,597 

4,171,367 


1955 

$44,841,656 

1,626,512 

847,000 

779,512 

26,831 

752,681 

(812,413) 

.93 

485,393 

5,565,890 

5,124,040 

6,165,720 

3,993,212 

2,172,508 

1,266,440 


1954 

$39,960,505 

1,418,234 

736,000 

682,234 

30,146 

652,088 

(804,063) 

.81 

440,789 

5,324,016 

4,805,166 

5,750,288 

3,485,133 

2,265,155 

963,058 


cell 


tin. 
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